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ates not to bargain with UN group on German currency-- §5-75
The Department of State has advised US representatives in Lon-
don and Paris of its view that the work being done on the Berlin
currency situation by the Security Council’s Experts Committee
is most likely to be unfruitful. The Department therefore con-
siders that the western experts dealing with the commiitee
should ““remain aloof’’ and not bargain, in order to avoid being
led by constant pressure to make piecemeal concessions to the
Soviet viewpoint without having fcreknowledge of the Sovist
counter ~-proposals. The Depariment believes that by refusing
to negotiate with the Committes,the western bargaining vosi-

_ tion can be preserved and the western powers can ‘‘await

with some confidence’’ a report from the commnittee, if one

is made, which would steer a middie course between the op-
posed views of the western powers and the USSR. The Depart-
ment declares that only after such & report has been analyzed
in the light of political conditions then prevailing in Berlin
can the western powers jointly determine whether the report
constitutes 2 useful starting point for negotiations through

the intermediation of a neutral group.

Tugoslavia and Italy to open negotiations--The Kalian Legation  (r4-g
ir Belgrade has informed US Awmbassador Cannon that an falian-
Yugoslav agreement has been reached for the cpening of nego-

tiations in both Rome and Belgrade on currently cuistanding
differences. Such negotiations will reportedly deal with repar-

ations, compensation for Kalian property confiscated by the

Yugoslavs, fishing rights, regulation of border traffic, and

exchange of prisoners. Cannor comments that development

of such discussions indicates a Yugoslav desirs o clear the

ground for more compreheasive negotiations with Taly.
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3. US requests clarification of Dutch intentions in Indonesia -~ {he 5-5
Department of State has informed Dutch representatives in
Washington that if it {8 the intention of the Netherlands Gowrrn-
ment to continue negotiations with the Indonesian Republic, the
Government shoul@ issue an authoritative explanation to that
effect, to accompany the Dutch reply to Indonesian Premierx
Hatta’s letter of 13 December. The Department considers “hat
the Duteh letter of 16 December leaves little leeway for sugh
negotiations. US Embassy The Hague reporis ihat the Dutch
Foreign Office has described the Dutch letter to Hatta as
“‘truly the last possible move from the Netherlands side.
The Dutch Foreign Minister has informed the Embassy thy:t
he can keep the situation within the Dutch Government ““in
hand’’ only until 18 December. The Embassy considers that
the Dutch reply represents a demand for “immediate’’ Repab-
lican participation in the interim government; the Zmbassy
indicates that the Dutch intend to go ahead in any case and vio
not envisage a resumption of negotiations through the Good
Offices Committee.

(CIA Comment: CIA considers that: (2) a negotiated
settlement is no longer vossible in view of the apparent in-
ability of the opposing sides to compromise their differencrs;
{b) the Dutch remain firmly determined to establish the interim
government either with or without the Republic; and (c) Dutch
nolice action in the next few weeks is a distinct possibility.)

AR EAST

4. CHINA: Mutiny among, Nationalist North China forces--The NAVY
Assistant US Naval Atiache in Peiping has been told by Fu:l'so=yi,
Nationalist Commander in North China, that at least three :)f his
Nationalist armies and part of the Chinese Air Force have re-
fused to obey his orders and that local garrison troops are act-
ing independentiy. Fu also declared that unless these troojs
are ordered by Chiang Kai-shek to obey Fu, Peiping will fall.

The Assistant NA further reports that Fu’'s effective force}:
now total only one division and that the bulk of his remainihg
forces have been cut off between Kalgan and Peiping.
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